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Reiter: Reports That Communicate

Reports should be dynamic, a spur to meaningful and
decisive action. Yet all too often they are dull, rou
tine—and largely misunderstood. This article de
scribes the basic types of report and gives some guide
lines for improving all reports—

REPORTS THAT COMMUNICATE
by Michael J. Reiter
B. F. Goodrich Company

accounting reports
but also a far greater insight into
range far beyond the text
the overall functioning of the busi
book classifications of balance
ness than ever before.
To meet the needs of modern
sheet, income statement, and an
business, management is challeng
nual report. Much emphasis is be
ing the accountant to produce more
ing placed on preparation of re
reports, bigger reports, and better
ports that are highly analytical and
reports. The greatest challenge lies
interpretive. Today’s accountant
not in gathering the varied data,
must be more than a gatherer of
not in analyzing for hidden trends,
figures, more than an allocator of
but rather in being able to trans
costs. Today’s accountant must be
mit this data with all its pertinent
a “management accountant.” That
meanings to management. Liken
is, he must have not only highly
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developed accounting skills and
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the spotter watches the game. He
sees a weakness in the opposing
backfield. This information in the
hands of his quarterback may mean
the difference between victory and
defeat. He picks up his telephone
and relays the information to the
bench. But on the bench the
coach hears only static. There has
been no communication. The key
play is lost.
In this same way a business play
can also end in a loss. For the ac
countant to have the information
and be aware of a trend is not
27
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A good report can identify for the foreman the spe

cific part of the plant where the deviation occurs.

enough. To be able to communi
cate rather than just present is be
coming a good accountant’s prime
skill. If he has this ability, he can
increase the effectiveness of a man
agement group by giving it the
best tools possible with which to
do its work.
»

Scope of accounting reports

Accounting reports can be di
vided into three major groups or
types: statistical reports, financial
reports, and narrative reports.
Under the heading of statistical
reports we find reports on such
facts as units produced, number
of complaints versus sales, and
waste. The financial report group
includes reports of receivables,
budget reports, and, that statesman
of the accounting world, the an
nual report. The final group in
cludes the research report and var
iance explanations.1
1C. E. Redfield, Communication in Man
agement, University of Chicago Press,
Chicago, 1958, p. 164.
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Accounting reports for manage
ment could instead be divided on
a frequency basis—into periodic re
ports of performance and special
reports for planning and policy
making. The periodic reports, such
as budget reports, monthly state
ments, and sales reports, have be
come fairly fixed in form and con
tent through accounting conven
tion and company policy. Most
organizations have standardized
these reports to the point of pre
senting them on printed forms. Al
though this practice may sacrifice
some communication effectiveness,
the volume of periodic reports
necessitates some degree of stan
dardization.
Pyramid structure

The essential feature of periodic
reports is that each is a supporting
part of the report at the next
higher level. Such an integrated
system permits management by ex
ception. A division manager can
see which area of his organization
—production, sales, or advertising—
is causing a deviation. The produc
tion manager can pinpoint an offbudget department, and the gen
eral foreman can locate the spe
cific part
the plant where the
deviation occurs. In each instance
the individual can direct his atten
tion to the persons or operations at
fault and initiate corrective action
promptly.
Special reports are designed
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give detailed information on spe
cific operations or problems about
which management decisions must
be made. The special report
should expand or supplement data
that may be found only in part in
various periodic reports. Special
reports may be required to give
comparisons of performance data
other than those comparisons gen
erally used. These reports deal as
much in “how” and “why” as they
do in “how much.”
Many long-range planning deci
sions, for expansion or for changes
in product mix, for example, can
not be made on the basis of the
information given in the periodic
reports. The special studies re
quired to obtain the needed data
must be thorough, and their pres
entation must be highly communi
cative. In selecting the format and
reporting style the accountant
must take into consideration the
end use of the report, the com
plexity of the problem being
studied, and the needs and tem
perament of the person who will
receive it.2
Problems of reception

All of
whether accountants,
engineers, or managers, tend to as
sume that when we report data we
have gathered or state even a
2W. C. Himstreet, Business Communica
tions, Wadsworth Publishing Company,
San Francisco, 1961, p. 319.
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simple opinion it will be under
stood exactly as we meant it. Mod
ern-day research in the field of
communication clearly disproves
this normal assumption.
Claude
Shannon in 1948 pre
sented a paper entitled “A Mathe
matical Theory of Communication”
that laid the groundwork for the
modern-day study of information
theory or communication theory.
This new field of study has shown
us how much, or. perhaps how lit
tle, we actually do communicate
with our fellow man. Its theories,
although enlightening, do not
solve our communication problems
for us. They do, however, point
out the areas of difficulty and
strongly emphasize the need for
skill in the art of communicating
with others.
Communication theory provides,
in the “bit,” a universal measure of
the amount of information we can
pass on to someone else. It tells us
how many of these “bits” can be
sent per second over different chan
nels, be the channel oral or visual.
Communication theory shows us
how to state, or “encode,” mes
sages efficiently and how to avoid
errors in transmission. This last is
of great value to us; how to say
what we mean.3
Communication theory tells us
that the amount of information
conveyed by a message is directly
related to the receiver’s uncertainty
about what the source of the mes
sage will say. Here is an example:
If you see what is obviously a onedollar bill and a man tells you it is
a one-dollar bill, the amount of in
formation conveyed is negligible.
If you see what looks like some
kind of engine and are told its
type, use, and other particulars, the
amount
information conveyed
is greater. The amount of informa
tion transmitted, then, depends in
part on how uncertain the receiver
is of what he will receive.
Of what value are these abstract
theories and generalizations to the

3J. R.
Signals, Symbols and Noise,
Harper and Row, New York, 1961, pp.
1-9.
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accountant
write a re
Reiter:
Reportswho
Thatmust
Communicate
port? How can an accountant ap
ply such concepts as “transmitter,”
“receiver,” and “noise” to his work?
How can he better communicate?
Know the “noises”

The first step to better communi
cation through reports is to know
what “noises” cause poor reports.
These “noises” may be personal
traits, lack of communication skills,
or outside distortions. Accountants
of one major company were ac
cused by a top executive of “using
a pattern of rubber-stamp expres
sions. They write badly and their
reports are complicated, obscure,
and tiresome.”4 Such a comment is
not one that an accountant should
be proud of. Yet it does point up
a common “noise” in the form of
shopworn expression and poor
writing style.
“Noise” can take various forms.
For example, you are a sales man
ager whose orders are not being
filled because of production proc
essing problems. You receive a re
port that reads like a technical
dictionary. Buried somewhere in
the “noisy” verbiage may be the
length of time required for solu
tion of the problem and the an
ticipated level of production until
then, the facts you need to know.
4P. Douglass, Communication Through
Reports, Prentice-Hall, Inc., Englewood
Cliffs, New Jersey, 1957, p. 379.

Yet you may tire long before you
reach the page on which they
are hidden. You are a victim of
“noise.” Another common example
of “noise” is the qualified sentence:
“Production is good, all things con
sidered” or “Costs were fairly low,
despite minor scrap problems.”
Such distortions often result
from accountants’ lack of training
in basic report writing. Many times
such training on the high school
and college level is relegated to
the few courses in English that
everyone is obliged to take. Courses
in the field of accounting tend to
deal with method and cover re
porting only in terms of standard
ized forms. With more special re
ports to be done, the managerial
accountant finds that not only are
the figures important but so are
the narrative comments on those
figures.
Fear of authority and the “cover
up” attitude also produce distor
tions. Just how detailed should an
accountant’s analysis be? Informa
tion may well be lost because of
fear of uncovering a skeleton in
someone’s business closet.
Distortion can also occur on the
receiving end. The mere quantity
of reports received may have be
come more important to the re
ceiver than what the reports say;
he rates a job by the poundage of
paper produced. Or a manager
may look upon a periodic report
not as information on performance
but as a prescription for conduct.

If one sees an engine and is told its type, use, and other par

ticulars, the amount of information conveyed is fairly high.
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The standard writing techniques
for tone setting, proper flow, em
phasis, and phrasing are as basic to
accounting reports as to any other
writing. Reader attention will be
held if the basic principles are
followed. Brevity and conciseness
are also essential. Many an im
portant fact is lost in a mass of
verbiage. The use of new and dif
ferent words and phrases will give
life to reports. The same old wornout statements can be an anes
thetic rather than a stimulant to
action.
Many reports, even though they carry vital information, bury it in
such a mass of verbiage and inconsequential details that it is lost.

This is especially likely to occur
with budgets and variance reports.
The tendency is to change per
formance so as to have a better re
port without trying to get at the
real cause of a variance.
The managerial accountant, as
“transmitter,” must tune himself
to perform his reporting function
well. Of prime importance is his
ability
put himself in the place
of the manager or executive who
will use the report. The accountant
must be able to envisage what the
report is supposed to do. He must
be aware of the problem involved,
be it expansion or new products or
whatever. He must detail the nar
ration of his report to answer as
many as possible of the foresee
able questions. The scope
his
study must be such that all factors
involved in and affected by the
decision management will make
are completely covered.
To achieve this high degree
problem orientation, the account
ant must have a close working re
lationship with both the receiver
of the report and those from whom
background information and pri
mary data are obtained. He must
think in the frame of reference of
the receiver. Semantic issues must
be settled before the narrative sec
tion of the report is written. When
the narrative discusses overhead,
asset, or discount, will the execu

tive reading the report include the
same items under these headings
as the accountant who writes the
report? To avoid confusion the
accountant must become an exten
sion of the person requesting the
report.
Assuming that you have the
requisites of a good “transmitter”
and that you are alert to possible
distortion factors, you have only
pick the proper “signals.” Your
“signals” will consist of the format
used for data tables and charts, the
key segments of the analysis nar
rative, and, most important, the
words and style used.
Data tables may be large or may
be in small segments, each dealing
with one cost segment or area of
the report. The prime requisite
here is to keep tables in meaning
ful order and readable. Charts may
run the gamut from line charts
through bar graphs to pie segment
charts, depending on which will
best convey the significance of the
data presented. Clutter should be
avoided. Charts and graphs should
be easy to interpret and clearly
labeled.
Words and style are of great im
portance, particularly in the spe
cial reports. A foundation of good
grammar is essential for good re
ports. Another handy tool is an un
abridged dictionary. Reports such
as accountants prepare cannot be
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Guideposts to good reports

A good report is not a matter
chance but almost a work of art.
All of the rules in the many books
written about reporting can be
summed up in six key words. Good
reports should possess clarity. They
are clear and concise, are written
in good style, and are easy to
read. Good reports have consist
ency. They stay in the problem
area and do not deviate. Meanings
and terms do not change in mid
report. Good reports display ade
quacy. They are complete in all
respects. Coverage is not slipshod.
Good reports possess timeliness.
Their data and interpretation are
in the light of present circum
stances and practices. Good re
ports have adaptability. They show
recognition of the possible differ
ent viewpoints on the problem at
hand by presenting data to analyze
these views. And, lastly, a good re
port has interest. Gone are the
rubber-stamp phrases and mire of
useless words. The report takes and
holds the reader’s attention. It not
only shows but it also tells.
The managerial accountant, in
properly fulfilling his reporting
function, displays skills in compo
sition, human relations, general
business knowledge, and communi
cation as well as accounting. He
must communicate the necessary
information in the proper manner
so as to achieve the best end re
sult. He must be a dynamic part
of the decision making team.
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